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According to Howard J. Wiarda, resident scholar and director of the Center of Hemispheric
Studies at the American Enterprise Institute (Washington), it is evident to banks, Latin American
governments and US officials that the foreign debt cannot be paid, but they cannot admit the same
for political reasons.
Speaking at a March 26 press conference, Wiarda called the debt crisis a complex foreign policy
question, which is a political rather than an economic problem. He explained this statement by
pointing out that all concerned parties will never admit that the debt cannot cannot, and will not
be paid. Latin American governments, he said, cannot officially declare a moratorium or that their
respective debts are unpayable. Such action would label them pariah states in the international
community, making them ineligible for subsequent loans. The consequences of this behavior, said
Wiarda, would be "devastating." Next, the banks simply cannot permit declaring the enormous
loans to Latin American countries as "non-performing," or unrecoverable.
For its part, the US government cannot admit that the debt problem is a political question, rather
than simply a matter between debtors and creditors. Wiarda claimed that as soon as the government
made such an admission, Washington would effectively be obligated to act on its responsibility
both to Latin American governments and the banks. Wiarda then outlined the "debt management"
strategies adopted by the three concerned parties. For debtor governments, he said, debt crisis
management means continual declarations that they will in fact pay the debt, as well as continual
emphasis on reforms to be implemented and new development projects which will eventually
permit them to pay the debt.
Meanwhile, the debtor governments continue interest payments which in some cases are
"insignificant." Debt management for the banks, said Wiarda, means treating the non-performing
loans as if they were performing, to continue nearly constant negotiations with debtor governments,
and to simply never admit that some countries have in reality defaulted on their loans. Admitting
the latter would mean the banks would have to write off those loans as losses. From the perspective
of the US government, according to Wiarda, debt management means leaving the whole question
up to debtors and creditors, without becoming involved. It also means disposition to intervene in an
ad hoc character in emergency situations, such as it did in 1982.
Next, Wiarda stated that all parties pursuing their respective strategies, are "making time," waiting
for the recuperation of the world economy. World economic recovery would lead to Latin American
economic growth, and thus the resolution of the debt problem. According to Wiarda, expectations
of recovery and the eclipse of the debt crisis, are not unrealistic. In this regard, he claimed that 1986
was a very good year for Latin America, compared to the early 1980s, "when all those countries, with
two exceptions, showed negative growth rates."
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In contrast, last year all Latin American countries, with the exception of four, turned in positive
growth rates. Some of them, he pointed out, even experienced "miracle" level growth rates. As
a result, said Wiarda, many Latin American governments have arrived at the conclusion that if
they wait and continue their debt management strategies for another three to five years, they
will probably succeed in leaving the debt burden behind. Wiarda also pointed out that the Latin
American nations "have shown themselves to be very competent in administering austerity
measures." Politicians in debtor nations, he said, have discovered that "capable management" not
only obtains more external funding, but in certain cases, domestic popularity as well.
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